ID 

CONSTRUCTION  DULLETIN 


CONSTRUCTION  INDUSTRY  ADVISORY  COUNCIL  OF  ALBERTA 


VOL.  1,  NO.  1 


Bulletin  to  service  wide  readership 


This  is  the  first  issue  of  the  CIACA  Construction 
Bulletin.  The  council  has  launched  this  newsletter  to 
serve  two  purposes:  to  keep  all  sectors  of  the  con- 
struction industry  informed  about  the  council's  ac- 
tivities and  initiatives;  and  to  disseminate  economic 
forecast  information  which  is  pertinent  to  the  needs  of 
the  Alberta  construction  industry. 
Background 

Council  Chairman  Phil  Walker  has  been  issuing  a 
quarterly  report  on  the  council's  activities  which  was 
distributed  through  council  members.  This  bulletin 
will  serve  to  communicate  this  information  more 
widely. 

The  forecast  section  of  the  new  bulletin  will  draw 
on  the  ongoing  work  of  the  council  in  reviewing 
information  from  a  variety  of  sources  concerning  the 
outlook  for  the  Alberta  economy,  and  specifically  the 
construction  industry.  The  economic  affairs  review 
committee  of  the  council  urged  CIACA  to  try  to  bring 
together  in  one  place  the  current  views  of  construction 
industry  forecasters,  and  to  make  the  results  of  this 
joint  effort  available  to  those  in  the  industry. 
The  Bulletin 

The  bulletin  will  be  published  three  times  a  year, 
with  distribution  in  the  first  week  of  January,  May 
and  September.  CIACA  members  will  distribute  the 
bulletin  to  their  sectors.  In  addition,  a  mailing  list  will 
be  established  for  anyone  outside  the  main 
distribution  network  who  is  interested  in  receiving  the 
bulletin. 

An  editorial  board  and  an  editor  are  responsible  for 
determining  the  content  and  themes  of  the  con- 
struction bulletin,  and  approving  its  final  production. 

The  board  is  guided  by  the  following  editorial 
principles: 

a)  To  publish  information  designed  to  assist  the 
construction  industry  in  becoming  better  informed. 

b)  To  strive  to  maintain  neutrality  in  providing  useful 
information  to  all  sectors  of  the  industry,  rather 


than  serving  the  interest  of  any  one  group  or  in- 
stitution. The  bulletin  will  not  serve  as  a  platform 
for  individual  or  political  viewpoints. 

c)  To  concentrate  on  such  topics  as  construction 
activity,  investment  and  employment;  information 
on  leading  indicators,  with  an  emphasis  on  future 
trends;  and  reports  on  the  ongoing  activities  of  the 
council. 

d)  To  publish  several  forecasts  in  an  issue  so  that  the 
range  among  the  various  available  forecasts  can  be 
seen. 

Future  Issues 

Upcoming  issues  of  the  CIACA  Construction  Bulletin 
will  carry  updates  of  council  activities  and  will  focus  in 
greater  detail  on  specific  initiatives  of  the  council. 

In  each  issue,  the  forecast  section  will  draw  on  the 
most  recent  forecast  releases  at  publication  time. 

A  readership  survey  is  planned  for  the  September 
1987  issue.  However,  feedback  and  suggestions  from 
readers  are  welcome  at  any  time. 
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Chairman's  Report 


When  the  Construction  Industry  Advisory  Council 
of  Alberta  (CIACA)  was  established  by  Labour 
Minister  Les  Young  in  December  of  1984,  it  brought 
together  the  major  participants  in  Alberta's  con- 
struction industry:  labour,  contractors  and  con- 
struction owners. 

In  the  two  years  it  has  been  working,  the  council 
has  accomplished  a  great  deal  in  a  period  of  extreme 
economic  adversity,  especially  for  the  construction 
sector.  This  is  a  great  credit  to  the  individuals  in- 
volved. Each  of  the  council  members  brings  his  own 
biases  and  represents  a  particular  constituency. 
Nevertheless,  the  members  strived  to  understand  and 
respect  each  other's  positions  and  work  together. 

This  has  meant  putting  to  the  side  for  the  time 
being  some  issue  on  which  it  is  difficult  to  reach 
concensus,  concentrating  on  issues  where  common 
ground  exists. 

The  council  was  formed  at  the  recommendation  of 
the  Advisory  Committee  on  the  Construction  In- 
dustry, a  committee  of  40  construction  representatives 
which  had  been  set  up  a  year  earlier  to  advise  the 
minister. 

The  council's  goals  are: 

•  to  determine  and  address  the  real  problems  in  the 
construction  industry; 

•  To  facilitate  understanding,  communication  and 
trust  among  industry  participants  (including 
government);  and 

•  To  facilitate  the  achievement  of  a  healthy,  stable 
construction  industry,  thereby  attracting  capital 
investment. 

In  order  to  meet  these  goals,  the  council  works  under 
the  following  terms  of  reference: 

1.  The  council  shall  make  recommendations  to  in- 
dustry, participants  and  government,  in  keeping  with 
its  goals  and  objectives. 

2.  The  council  shall  review  existing  and  proposed 
legislation  and  regulations  affecting  the  construction 
industry,  and  have  the  opportunity  to  make 
meaningful  contributions  to  the  process  for  review  of 
legislation,  proposed  changes  to  or  continuance  of 
existing  legislation,  and  new  legislation. 

3.  The  council  shall  establish  sub-committees  or  utilize 
resource  persons  as  needed.  The  council  shall  con- 
sider participation  of  a  wide  sector  of  the  industry  as 
an  objective  in  this  activity. 

In  a  series  of  early  meetings,  the  council  undertook 
the  development  of  a  factual  data  base  which  would 
help  it  to  analyse  the  construction  industry,  in  order  to 
decide  on  the  most  effective  action  to  take.  Two  sub- 
committees were  established,  one  to  review  labour 
legislation  from  the  early  1960s  to  the  present,  and  the 
other  to  review  the  current  economic  climate. 


The  labour  legislation  review  has  dovetailed  with 
Labour  Minister  Ian  Reid's  legislation  review  process. 
The  committee  considered  the  rationale  for  amend- 
ments and  the  effect  or  impact  actual  amendments  have 
had  on  the  construction  industry.  The  council  has 
reported  to  the  minister,  after  receiving  the  submissions 
of  various  parties  and  agencies  to  the  council  on  a 
number  of  issues. 

The  task  of  the  economic  review  committee  was  to 
establish  a  general  forecast  of  industry  activity  levels  for 
the  next  five  to  seven  years,  and  to  identify  portions  of 
the  Alberta  economy  which  are  critical  to  the  health  of 
the  construction  industry,  suggesting  initiatives  the 
council  might  take  in  respect  to  these  critical  variables. 

The  economic  review  resulted  in  a  report  and  specific 
recommendations  to  the  minister  in  September,  1985. 
As  well,  the  possibility  of  a  cost-effectiveness  project, 
which  would  promote  efficiency  and  stability  within  the 
industry  is  currently  being  reviewed,  with  joint  public 
and  private  sector  funding  being  sought. 

A  forecasters'  group  has  been  established  with 
participation  from  public  and  private  sector  forecasters. 
This  group  exchanges  information  on  data,  assumptions 
and  methods  of  forecasting,  as  well  providing  advice  to 
the  editorial  board  of  the  CIACA  Construction 
Bulletin. 

In  this  whole  process,  the  members  have  truly 
facilitated  "understanding,  communication  and  trust 
among  industry  participants  and  government"  —  one 
of  the  council's  goals.  This  attitude  is  critical  to  all 
facets  of  the  construction  industry,  and  it  is  hoped  that 
this  effectiveness  will  continue,  to  the  benefit  of  all 
participants  in  Alberta's  construction  industry. 

Phil  Walker,  P. Eng. 
Chairman 


2 


Construction  Forecasts 


Comparison  of  Construction  Forecasts 

In  Alberta,  non-residential  construction  ex- 
penditures are  highly  dependent  on  activity  in  the  oil 
and  gas  industry.  A  comparison  of  the  forecasts  of 
major  forecasting  groups  shows  the  range  of  1.8  to  - 


12.7  per  cent  change  in  non-residential  construction 
work  performed  in  1987,  compared  to  1986.  The  two 
scenarios,  based  on  different  oil  prices,  show  0.9  and 
9.9  percent  growth  in  1987. 


INDICATORS  FOR  THE  CONSTRUCTION  INDUSTRY,  ALBKRTA 


Forecast  Group 

Non-Residential  Construction* 
Value  of  Work  Performed  in  Current 
(1986)  Dollars 

1987  Forecast  Range 

Residential 
Housing  Starts 

1987  Forecast 

Dollars 

Percentage 

Number  of  Units 

(Millions) 

Change 

Conference  Board  (October,  1986) 

7,139 

-12.5 

7,800 

Informetrica  (November,  1986) 

6,407 

-12.7 

4,100 

Canadata  (November,  1986) 

9,337 

1.8 

N/A 

Alberta  Construction  Association  (December,  1986) 

6,936 

-3.9 

N/A 

CIACA  Forecast  Group:  Scenario  A 

8,079 

0.9 

6,587 

Scenario  B 

9,110 

9.9 

9,533 

*Non-Residential  Construction  includes  engineering. 


CIACA  Forecast 

The  level  of  oil  prices  directly 
influences  the  level  of  economic 
activity  in  Alberta,  including  the 
level  of  construction  expenditures. 
Oil  prices  are  currently  volatile  and 
unpredictable,  creating  a  climate  of 
uncertainty  which  affects  all 
sectors  of  the  Alberta  economy. 

Because  of  the  close  link  bet- 
ween oil  prices  and  construction 
activity,  the  CIACA  forecasters 
group,  which  includes  both  public 
and  private  forecasters,  has  in- 
cluded in  this  bulletin  forecasts 
based  on  two  different  oil-price 
assumptions,  which  are  called 
Scenario  A  and  Scenario  B. 

Assumptions 

Scenario  A  is  the  lower  of  the 
two.  In  this  scenario,  market 
forces  dominate  oil  prices  and 
therefore  the  oil  price  stays  at 
around  $17/b  (US)  for  another 
two  years  and  rises  slowly  to  $19/b 
by  1990. 

Scenario  B  is  more  optimistic, 


($US/barrel) 


Oil  Price  —  West  Texas  Intermediate 
1980  to  1990 
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Gross  Domestic  Product 
Alberto.  1980  to  1990 


($1971  millions) 


Housing  Starts 
Alberta,  1980  to  1990 


1980  1981 


and  is  based  on  OPEC  production 
controls  which  would  push  prices 
over  the  next  two  years  back  to 
$23/b. 

The  absolute  size  of  the  Alberta 
economy  in  1990  will  be  10  per 
cent  larger  with  Scenario  B  than  it 
would  be  with  Scenario  A.  Given 
the  lower-price  scenario,  the 
economy  will  shrink  in  size  for  two 
years  and  then  grow  slowly  until 
1990.  The  overall  size  of  the 
economy  will  be  no  greater  in  1990 
than  it  was  in  1985.  Still,  the 
contraction  will  not  be  as  sharp  as 
it  was  in  1982  and  1983. 

The  level  of  construction  ex- 
penditures is  dependent  on  the 
demand  for  structures  built  for  an 
expanding  economy.  In  Scenario 
A,  there  would  be  25  per  cent  less 
construction  activity  between  now 
and  1990,  than  there  would  be  for 
Scenario  B. 

In  Scenario  A,  oil  and  gas 
employment  will  fall  by  20,000 
workers  by  1990,  from  current 
levels,  ending  up  in  1990  with 
20,000  fewer  oil  and  gas  workers 
than  there  were  in  1985.  In 
Scenario  B,  oil  and  gas  em- 
ployment will  fall  in  1986  and  1987 
by  fewer  than  10,000  workers,  and 
will  rise  thereafter  to  reach  the 
1985  level  by  1990. 

There  will  also  be  a  loss  of  jobs 
in  the  manufacturing  industries 
that  serve  the  oil  patch,  and  in  the 
service  industries  that  rely  on  the 
oil  and  gas  worker's  wages.  In  the 
lower-oil-price  Scenario  A,  total 
employment  in  Alberta  would  by 
1990  fall  by  50,000  (to  a  level  five 
per  cent  below  1985  levels). 

This  loss  of  jobs  would  trigger 
an  exodus  of  people  from  Alberta. 
In  Scenario  B,  40,000  people 
would  leave  Alberta  in  the  next 
couple  of  years;  in  Scenario  A, 
over  100,000  people  will  leave 
before  1990. 

The  loss  of  people  implies  that 
the  demand  for  new  housing  will 
be  weak,  particularly  in  1987.  In 
Scenario  A,  housing  starts  will  not 
exceed  the  1986  levels  until  after 
1990;   while  with  the  higher-oil- 
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Construction  Investment 
Alberta.  1980  to  1990 

Non-Res. 
Bldg 


Engineerg 


($million  constant  1981) 


Forecast 


Scenario  B 


1930     1981      1982     1983     1984     1985     1986     1987     1988     1989  1990 


1986     1987     1988     1989  1990 


Year 


price  Scenario  B,  there  would  be       no  growth  under  Scenario  A  to  a     drop  in  1986,  a  further  five  per 


relatively  strong  housing  activity 
by  the  end  of  the  1980s. 

These  two  economic  outlooks 
imply  that  non-residential  building 
construction  activity  will  vary  from 


six  per  cent  per  year  increase  under 
Scenario  B. 

Construction  engineering  activity 
is  heavily  influenced  by  oil  and  gas 
investment.  After  a  15  per  cent 


cent  drop  can  be  expected  in  1987 
if  oil  prices  stay  low.  In  Scenario 
A,  construction  engineering  ac- 
tivity will  not  regain  1985  levels 
until    after    1990.    However,  in 


FORECAST  ACCESS 


The  following  agencies  offer  construction  forecast  service 
subscriptions  for  purchase.  For  rates  and  details,  contact 
the  agencies  directly. 
Canadata 

1450  Don  Mills  Road,  Don  Mills,  Ontario    M3B  2X7 
(416)  445-6641 

Chase  Econometrics  Canada 

3605  Commerce  Court  West  Toronto,  Ontario    M5L  1G1 

(416)  365-9450 

Informetrica 

P.O.  Box  828,  Station  B,  Ottawa,  Ontario    KIP  5P9 
(613)  238-4831 

Current  holdings  of  forecast  publications  which  include 
Alberta  construction,  available  for  loan  or  reference  from 
the  Alberta  Labour  Library  include  the  following: 

Alberta  Construction  Association,  Annual  Forecast. 


Bank  of  Nova  Scotia,  Global  Economic  Outlook  (an- 
nual). 

Conference  Board  of  Canada,  Quarterly  Provincial 
Forecast. 

Electrical  Utility  Planning  Council,  Alberta  Energy  and 
Demand  Forecast  (annual). 

Royal  Bank  of  Canada,  Econoscope  (monthly). 

To  contact  the  Alberta  Labour  Library,  use  the  RITE  line 
(toll-free)  or  in  Edmonton  call  427-8533. 

In  addition,  the  1987  forecast  of  the  Alberta  Con- 
struction Association,  Box  3830,  Station  D,  Edmonton, 
Alberta  T5L  4J8,  (403)  420-0005,  is  now  available,  free  of 
charge. 
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Construction  Manpower  Demand 
Alberta.  1980  to  1990 


Non  — Resid. 
Bldg. 


Engineerg 


(Thousand  Man— years) 


Actual 


Forecast 


Scenario  B 


986     1987     1988     1989  1990 


Scenario  B,  construction 
engineering  activity  will  exceed 
1985  levels  by  1988. 

The  construction  manpower 
implications  of  the  two  scenarios 
was  estimated  using  the  manpower 
model  developed  by  Dalcor  In- 
noventures  Ltd.  for  the  federal 
government's  Canadian  Oc- 
cupational Projection  System 
(COPS). 

Construction  Manpower 
Demand  by  Industry 

Scenario  A  and  Scenario  B  show 
average  annual  growth  in  man- 
power requirements  from  1985  to 
1990  of  0.9  and  6.9  per  cent 
respectively.  This  represents 
growth  of  about  2,600  man-years 
in  Scenario  A  and  25,400  man- 
years  in  Scenario  B  between  1985 
and  1990. 

In  Scenario  A,  growth  in 
manpower   demand   in  industrial 


construction  is  expected  to  be 
comparably  healthy.  Construction 
manpower  demand  in  oil  and  gas 
actually  declines  by  about  4,000  in 
1990  from  the  1985  level;  and 
residential  construction  manpower 
demand  shows  a  decline  of  about 
2,000. 

Construction  manpower  demand 
in  Scenario  B  is  also  strong  in  the 
industrial  sector,  but  unlike 
Scenario  A,  oil  and  gas,  and 
residential  construction  manpower 
demand  show  strong  growth  of 
about  3,000  and  10,000  respec- 
tively. 

Construction  Manpower 
Demand  by  Occupation 

Between  1985  and  1990,  three 
occupational  groups  show  actual 
declines  in  the  level  of  demand  in 
Scenario  A  -  Management  Oc- 
cupations; Product  Fabricating, 
Assembling     and     Repair;  and 


Transport  Equipment  Operating 
Occupations.  Construction  Trades 
are  expected  to  grow  by  an  average 
of  1.2  per  cent  between  1985  and 
1990,  or  by  about  2,340. 

Within  the  Construction  Trades 
occupations,  pipefitters/plumbers 
are  expected  to  grow  by  about  440 
due  mainly  to  demand  in  industrial 
construction.  Painters  show  an 
actual  decline  in  demand  of  35. 

Between  1985  and  1990,  demand 
is  positive  for  all  occupational 
groups  in  the  construction  industry 
for  Scenario  B.  Compared  to  the 
average  annual  growth  of  1.2  per 
cent  for  Construction  Trades 
occupations  in  Scenario  A,  growth 
in  Scenario  B  averages  7.3  per 
cent,  representing  an  increase  of 
about  19,300  in  1990  from  the 
1985  level. 

Pipefitters/plumbers  show  an 
increase  of  2,700  between  1985  and 
1990,     with     carpenters  and 
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Additional  Demand  for  Selected  Construction  Trades 
Alberta,  1985  to  1990 


Scenario 
A 


Scenario 


Trade 


Carpenter 


Concr.  Finish 


Metal  Erector 


Pipe/Plumbei 
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500  1000 


1500  2000  2500 

Number 


labourers  growing  by  4,300  and 
3,800  respectively.  Much  of  the 
increase  in  demand  for  carpenters 
can  be  attributed  to  the  im- 
provement in  residential  con- 
struction in  Scenario  B. 

Implications 

Scenario  A  offers  very  little  for 
the  construction  industry.  Man- 
power demand  in  construction  is 
expected  to  grow  by  less  than  one 
per  cent  from  1985  to  1990.  The 
construction  labour  force,  which 
has  already  declined  from  a  peak 
level  of  132,000  in  1982  to  88,000 
in  1985,  is  expected  to  remain  flat 
throughout  the  forecast  period. 
This  means  no  growth  in  trades 
migrating  to  Alberta,  and  few  new 
construction  trade  apprentices.  It 
also  means  that  the  unemployment 
rate  should  remain  above  15  per 
cent  in  the  construction  industry. 
As  a  result,  real  wage  increase  are 


expected  to  be  virtually  non- 
existent. 

On  the  other  hand,  Scenario  B 
averages  6.9  per  cent  growth  in 
manpower  demand  from  1985  to 
1990.  Some  tightening  in  the 
construction  labour  market  could 
be  expected,  resulting  in  higher 
wages,  increase  migration  of  trades 
to  Alberta,  and  some  improvement 
in  new  apprenticeship  registrations. 
The  unemployment  rate  could 
decline  to  between  10  and  15  per 
cent,  from  22.9  per  cent  ex- 
perienced in  1985,  and  the  present 
22.5  per  cent  (November  1986). 

Given  the  volatile  history  of  oil 
prices  and  track  record  of  the 
"experts"  that  forecast  them,  it 
would  be  risky  to  plan  on  the  basis 
of  only  one  oil  price  forecast.  By 
considering  the  differences  in 
outlook  for  construction  activity 
under  different  oil  prices,  readers 
may  be  able  to  gain  a  better  un- 


derstanding of  how  to  plan  their 
manpower  needs  and  investment 
activities  so  they  are  prepared  to 
cope  with  various  outcomes. 

For  further  information  on  the 
forecasts,  contact  Janet  Howell, 
Planning  and  Research  Branch, 
Alberta  Labour. 
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CIACA  Membership  List 


Chairman 

—  Phil  Walker 

Construction  Industry  Advisory  Council  of  Alberta 
Labour  Organizations 

—  Jim  Aitcheson 

International  Brotherhood  of  Painters  and  Allied 

Trades 
Local  #583 

—  H.M.(Hank)  Blakely 

Plumbers  and  Pipefitters  Union  Local  #488 

—  Neil  Channon 
Boilermakers  Local  Union  #146 

—  Jose  Costa 

Construction  and  General  Workers  Local  #1111 

—  John  Paterson 

Alberta  Provincial  Council  of  Carpenters 

—  Harold  Taylor 

International  Brotherhood  of  Electrical  Workers 
Local  #254 

—  Co  J.  Vanderlaan 

Christian  Labour  Association  of  Canada 
Contractors 

—  Bruce  Ferrier 
Canron  Inc. 

—  R.G.  (Bob)  Fowler 
Lockerbie  Management  Limited 

—  Frank  J.  Maguire 
Cavan  Construction  Ltd. 

—  Len  J.  Pelland,  Jr. 

Danbrook  and  Pelland  Plumbing  and  Heating  (1969) 
Ltd. 

(Term  expires  Dec.  31,  1986) 

—  John  Thompson 
Junction  Engineering  Ltd. 

—  R.  Neil  Tidsbury 

Construction    Labour    Relations    -    An  Alberta 
Association 
Construction  Owners 

—  M.  Houssian 

M.  Houssian  and  Associates 


—  H.  W.  (Wil)  Vandenborn 
Dow  Chemical  Canada  Inc. 

—  Thane  Waldie 
Syncrude  Canada  Ltd. 

Past  Members 

—  Neil  Ansley 

General  Teamsters  Local  #362 

—  Harry  Ford 

Alpine  Management  Corporation  Ltd. 

—  Mike  Halpen 

TransAlta  Utilities  Corporation 

—  Alan  Jackson 

PCL  Industrial  Contractors  Ltd. 

—  Roy  Sandberg 

Canfarge  Southern  Alberta  Ltd. 

—  T.  J.  Westley 
Stearns  Catalytic  Ltd. 

Government 

—  Albert  E.  Kennedy 
Alberta  Labour 

—  Clint  Mellors 
Alberta  Labour 


The  CIACA  Construction  Bulletin  is  published  three  times  a  year 
by  the  Construction  Industry  Advisory  Council  of  Alberta.  It  is 
intended  to  inform  the  construction  industry  about  the  activities  of 
the  council,  and  to  disseminate  economic  forecast  information 
pertinent  to  the  Alberta  construction  industry. 

The  bulletin  is  directed  by  an  editorial  board,  chaired  by  Co  J. 
Vanderlaan. 

The  editorial  board  is  made  up  of  the  following,  representing: 
Labour  Jim  Aitcheson 

Co  Vanderlaan 
Management  Merv  Ellis 

Frank  J.  Maguire 


Owners  Mike  Halpen 

J.  A.  (Tony)  Howard 
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